
   71 

    
San Bernardino County  Long-Term Financial Obligations 
2007-08 Final Budget    

 
COUNTY DEBT POLICY  
 
The county has a separate policy that covers the issuance, management and administration of the county's portfolio of 
long term obligations. The policy requires, in general, that:  
 
1. Debt will not be used to finance ongoing operational costs.   
 
2. Whenever possible, the county will pursue alternative sources of funding in order to minimize the level of debt.   
 
3. That whenever practical, voter approval on the method of debt shall be utilized.   
 
More specifically, the policy includes guidelines on the following elements: 
 
1. The policy allows for the issuance of variable rate obligations to the extent that they do not exceed 25% of total debt 

outstanding.   
 
2. The policy details the guidelines to be followed prior to the issuance of variable rate debt including feasibility, 

structure, and annual analysis to determine advisability of conversion to fixed rate debt.   
 
3. The policy requires that the term of bonds be no longer than the economic useful life of the property, or in excess of 

available payment streams.   
 
4. The policy requires annual review of the county's portfolio of long term obligations to initiate any type of restructuring, 

refunding, or refinancing beneficial to the county.   
 
5. The policy outlines requirements for the investment of bond proceeds.   
 
6. The policy outlines the responsibilities of the county's Debt Advisory Committee, which is a formal committee of the 

Board of Supervisors. These responsibilities include oversight and review of all debt policy and debt issuance 
activities and to make recommendations to the Board of Supervisors regarding appropriate actions on debt matters.  

 
CASH FUNDED PROJECTS  
 
As detailed above, county policy requires prudent management of liabilities and, whenever possible, alternative sources of 
funding in order to minimize the level of debt. In the past several years, the county has satisfied certain portions of its 
capital needs without the issuance of long term obligations. This includes the major projects listed below:  
 
• Construction of the High Desert Juvenile Detention Center, financed with a combination of state grant monies and 

the county's cash.   
 
• The cash purchase of the Adelanto Adult Detention Facility.  
 
• The cash purchase of an office building in downtown San Bernardino. 
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COUNTY BUDGET FINANCING POLICY AS IT RELATES TO LONG-TERM OBLIGATIONS  
 
The county's Budget Financing Policy includes policies related to long-term obligations of the county. These include:  
 
1. Retirement System Funding - Requires that the Board first consider setting aside any savings related to negative 

Unfunded Accrued Actuarial Liability to fund a reserve for reduction of any existing pension obligation bonds or as a 
hedge against future interest rate increases.  

 
2. Use of Variable Rate Interest Savings - Requires that when amounts budgeted for variable rate interest expense on 

long-term obligations exceeds actual variable rate interest expense for the year, that such savings will be used in the 
succeeding fiscal year to reduce the outstanding principal of long-term obligations. This applies only to debt service 
paid from discretionary revenue sources of the general fund.  It is normal for budgeted amounts to exceed actual 
amounts because debt covenants require conservative budgeting of variable rate interest expense.   

 
3. Use of Savings from Interest Rate Swap Agreements Associated with the Issuance of Debt - Requires that any 

county benefit realized on interest rate swap agreements, when there is a potential mismatch between swap 
payments and debt service payments, be retained as a contingency to offset the county's share of increases in debt 
service caused by the swap agreement. This contingency amount will not exceed $5.0 million per interest rate swap 
agreement.  

 
COUNTY LONG-TERM OBLIGATIONS  
 
The following discussion relates to long-term obligations backed by the full faith and credit of the county's general fund(1). 
Other long-term obligations, such as those of the county's redevelopment agency and special districts are included in 
separate budget documents prepared for those entities. 
 
The county's outstanding long-term debt obligations have been issued for the following purposes:  
 
• To finance construction and improvement of county structures.  
 
• To refinance county pension obligations.  
 
• To finance improvements at the county owned landfills. 
 
 
The county finances such projects with a variety of debt instruments. For construction and improvement projects, and for 
the improvement projects at the county landfills, the county has utilized lease obligations with a non-profit public benefit 
corporation. Such obligations are in the form of Certificates of Participation. For pension obligations the county has issued 
Pension Obligation Bonds.  
 
 
 
 
 
 
 
 
 
 
  
 
(1) In June of 2007 the County privately placed $18.4 million of revenue bonds for Courthouse improvements.  These 
bonds are secured solely by a surcharge on civil filings that is collected by the local courts.  These bonds are not backed 
by the County’s general fund and are, therefore, not included in this discussion.  For more information on the surcharge 
revenues see the ‘Courthouse Seismic Surcharge’ budget unit in the Law and Justice section of this document. 
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As of June 30, 2007, the county's long term obligations include obligations issued to finance or partially finance the 
following projects:  
 
• Construction and equipping of the Arrowhead Regional Medical Center  
• Construction of the West Valley Detention Center  
• Construction of the Foothill Law and Justice Center and hangars at the Chino Airport  
• Construction of the County Government Center  
• Construction of the West Valley Juvenile Detention Center   
• Retrofit of lighting and HVAC systems at various county facilities   
• Finance of down payment on a preschool building in Ontario   
• Construction of the Glen Helen Amphitheater   
• Improvement projects at county landfills   
• Refinancing of a portion of the county's Unfunded Accrued Actuarial Liability in the years 1995 and 2004. 
 
A summary of long-term obligations of the county, which includes a reference to the section of the book where the 
obligation is budgeted, is included on the following pages.  
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EFFECTS OF EXISTING DEBT LEVELS ON CURRENT AND FUTURE OPERATIONS  
 
Debt service on the Certificates of Participation and Pension Obligation Bonds referenced in the previous schedules will 
not negatively effect current or future operations of the county. In aggregate, current required debt service expenditures 
remain relatively level for all fiscal years through 2022-23 and then drop significantly in succeeding years.  
 
The county is currently contemplating the issuance of additional Certificates of Participation to fund the expansion of the 
Adelanto Adult Detention Facility, and construction and improvements related to the implementation of a master space 
plan. The 2007-08 budget allocates ongoing (annual) financing sources of $7.0 million for future debt service for the 
expansion of jail facilities and $20.0 million for future debt service related to the implementation of the county's master 
space plan.  
 
OTHER LONG-TERM OBLIGATION  
 
The Library has a note payable to the California Infrastructure and Economic Development Bank for funds borrowed to 
finance the construction of a library in Apple Valley. This note is backed by the full faith and credit of the general fund; 
however it is paid from and budgeted in the Library budget, found in the Public and Support Services Group section of this 
budget book, in the Library Special Revenue Fund budget. The outstanding principal amount of this note as of June 30, 
2006, the last date for which audited information is available, was $1,808,712. Annual debt service on this obligation is 
approximately $109,000 per year through fiscal year 2030-31.  
 
LEGAL DEBT LIMIT  
 
The county's legal debt limit, which applies only to General Obligation Bonds, is 1.25% of Assessed Valuation. As of June 
30, 2006, the last date for which audited information on outstanding debt is currently available, the county's Debt limit and 
legal debt margin were calculated as follows:  
 
 (1) (1) (1) (1) 

Fiscal Assessed Legal  Bonded Legal 
Year Valuation Debt Limit Debt Debt Margin 

2005-06 128,895,877  1,611,198  1,930  1,609,268  
 
(1) Amounts in thousands 
Source:  San Bernardino County Comprehensive Annual Financial Report for the year ended June 30, 2006 
 
The county general fund has no outstanding General Obligation Bonds, and therefore no debt service payments for 
General Obligation Bonds are budgeted in this document. The Bonded Debt referred to in the table above is the debt of 
Special Districts and therefore is budgeted in a separate budget document.  
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